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New York, November, 1921

No. 12

WE take pleasure in reprinting, here compiling statistics from the returns of net income
with, by permission, an address as required by Congress; and, second, the prepara
delivered by Mr. Edward White, tion of special compilations and other research data
head of the Statistical Division, from the returns of net income for use in the
Income Tax Unit, before the administration of the law.
Monday Lunch Club, of Wash
It will be seen from the above that its functions
ington, D. C. The address con are not to indulge in ethical speculation, abstract
tains much valuable information theories, or personal philosophies, but, on the con
in respect to the income distri trary, its objective is peremptorily that of provid
bution in the United States for the year 1918, and ing Congress with concrete information as to classes
the functions of the Statistical Division, Income of taxpayers, sources of income, or nature of busi
Tax Unit. The address follows:
ness pursuits; or preparing special compilations
At no time has the demand for, or value of, for use in the administration of the income-tax
statistical facts been so great
laws, or perhaps through its
as to-day, whether it be in the
publications—that is, “Sta
field of the economist, the
tistics of Income,” giving to
LEADING ARTICLES
scientist, the social worker, or
the public information of
Statistical Division, Income
the business man. It was
value, not only in the study
Tax Unit
therefore with pleasure that I
of the economic conditions of
Title-page
accepted the very kind invi
the country, but likewise facts
tation of your Chairman to
and figures upon which, and
The Work of Pace Institute
address you, and I assure you
through which, the business
Page 182
that I appreciate the honor of
statistician and business ad
appearing before so distin Annual Meeting, American Insti ministrator may chart com
guished an audience, repre
tute of Accountants
parisons of production and
senting as you do the major
Page 184
gauge the potential absorp
activities and business organ
tion power by geographical
Computing the Pay-roll
izations of the country, and I
divisions.
Page 187
hope that what I have to say
Among the most important
may be of interest to you.
publications that have been
Students’ Questions and Answers
As head of the Statistical
issued are the three volumes
Page 188
Division, Income Tax Unit, I
of “Statistics of Income,”
Cost Accounting Work for Trade
will give a brief résumé of the
compiled from the returns
Organizations
aims and accomplishments of
of net income filed for the
Page 190
that organization.
calendar years 1916, 1917,
The Statistical Division
and 1918, respectively, and
came into existence just prior to the entrance of the volume entitled “Corporate Earnings and
the United States in the Great War. Its activities, Government Revenues,” compiled in response to
therefore, were from the first put to the test, and Senate Resolution 253, Sixty-fifth Congress, sec
although it is still very young, it has produced some ond Session, which directed the Secretary of the
notable economic and statistical contributions.
Treasury to furnish the Senate with: “Any and
It was organized to comply with the Provisions all facts, figures, data, or information now in
of the Revenue Act of 1916, which specify:
the possession of the Treasury Department rela
“That the preparation and publication of sta tive to profiteering which would in any way en
tistics reasonably available with respect to the able the Congress to deal with the matter either
operation of the income-tax law and containing through the present proposed revenue legislation,
classifications of taxpayers and of income, the or through enactment of more effective criminal
amounts allowed as deductions and exemptions, statutes. That such report shall contain a list of all
and any other facts deemed pertinent and valuable, corporations, with the amount of their earnings,
shall be made annually by the Commissioner of which have earned in excess of 15 per centum on their
Internal Revenue, with the approval of the Secre capital stock, as shown by their returns to the
tary of the Treasury.”
Internal Revenue Bureau for the calendar year
Its objective is primarily two-fold: First, that of nineteen hundred and seventeen, accompanied by

Statisti
cal
Division,
Income
Tax Unit
By
Edward
White,
Head Stat
istician

Statistical
Division,
Income
Tax Unit

such statement as will show the net
feels the economic pulsations of the
earnings of the same corporation for
ace tudent country more intensely, and articu
the calendar year nineteen hundred
lates these movements more directly,
November, 1921
and sixteen.”
than perhaps any other agency either
These volumes contain compre
under the Government or otherwise.
hensive analyses of the economic data reported in
From its inspection and analysis come the state
(Continued)
■' the returns of net income filed for those years.
ments showing the economic health of every one
In a review of these publications, David Friday, required under the law to make returns. These
Ph.D., professor of economics, University of Michi individually tell many a story of progress or adver
gan, in The American Economic Review, of sity, of success or failure, of giant concerns and
giant men, or those of smaller stature and more
September, 1919, has said:
“Their publication marks a new epoch in Ameri modest mien. No two alike, and yet each showing
can income statistics. They make available for the but one endeavor—the struggle for success. Each
first time an analysis of the personal and corporate intensely interesting in its human side, enormously
incomes of the United States, which answer a num so from its academic view-point. Each a unit of one
ber of questions that economists, statisticians, and or another class or division, either according to
publicists have long been asking: How has the size of income or nature of business. Each class or
number of large incomes in the United States grown group telling a story of its own, and, in the grand
as compared with smaller incomes? What are the aggregate, depicting in colossal form the economic
sources of individual incomes? What portion result of all the struggle, the strain, the labor, and
thereof consists of incomes from property, and what the schemes of men in all walks of life, intent on but
portion from personal service? What part do one endeavor—success.
dividends and the corporate form of organization
That success has come to many is shown by the
play in the determination of individual incomes of number of returns filed and the amount of income
large size? What of the relative incomes received reported for the calendar year 1918. There were
by different occupations and businesses?—All these 4,425,114 individuals in that year who filed returns,
questions are answered, so far as an answer is pos reporting an aggregate net income of $16,000,000,sible, from an analysis of the income-tax returns. .. 000, the income tax on which was $1,127,721,835.
“If the Internal Revenue Bureau continues to These figures register a growth above 1917 of nearly
turn out statistical material comparable in quality 1,000,000 returns and approximately $2,273,000,000
and quantity with that of the last years, it will aid in net income, as well as an increase of approxi
in bringing about a realization of our hopes for a mately $437,000,000 in tax paid the Government.
It is of interest to note, at this point, that 1 per
statistical economics.”
I have had distributed to each of you a copy of cent. of the total number of personal returns filed,
“Statistics of Income,” compiled from the returns representing 43,000 people with incomes in excess
for 1918, which has just come from the press. It of $25,000, reported 17 per cent. of the total per
may appear to you that this compilation, being sonal net income, and paid 66 per cent. of the total
from the returns for 1918, is somewhat tardy in personal tax; whereas 99 per cent. of the returns,
coming out. This, however, you will see, upon representing incomes under $25,000, reported 83
per cent. of the total net income, and paid 34 per
second thought, is not so.
The returns of net income for any calendar year cent. of the tax.
The sources from which this great aggregate of
are not filed until several months have elapsed of
the succeeding year. The Revenue Act of 1918 did individual income flowed show that of the $17,750,
not become a law until February 24, 1919, and as 000,000 income, before subtracting general deduc
that date was so close to the date upon which the tions, salaries and wages produced nearly half—
returns were required to be filed, the Commissioner that is, $8,300,000,000, and that business is
of Internal Revenue permitted an extension of time credited with slightly over 25 per cent., or $4,600,to May 15, 1919, in which to file them. Many tax 000,000. These two sources, representing incomes
payers were unable, even at that date, to make their from personal endeavor, contributed nearly three
returns and a further extension of time was granted fourths of the total amount of income reported—
them.
that is, an aggregate slightly under $13,000,Thus you will see that after the collectors of 000,000.
The question has frequently been asked as to
Internal Revenue had entered these returns on
their assessment lists, and those lists and returns the number of returns filed by persons engaged in
had been forwarded to the Department at Washing agriculture and its related industries. It might be
ton and here checked and proved, much time had interesting, therefore, to note that of the 958,000
of necessity elapsed, and it was late in 1920 before people who reported incomes from business pur
the last returns were available for the compilation suits, 39 per cent., or 373,000, were engaged in
of statistics. It is hoped that the forthcoming agriculture and its related industries, and reported
volume of statistics from the returns filed for the net income therefrom amounting to $1,123,000,000.
A striking feature is the variation in the number
calendar year 1919 will be produced at a much
earlier date.
of returns and net income from year to year. By
The Statistical Division of the Income Tax Unit comparing 1918 with 1917, it will be seen that
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whereas there was a slight decrease
mated for the purpose of recording
in the number of returns filed by in
ace tudent losses. The Revenue Act of 1918 not
dividuals having incomes between
having become a law until February
November, 1921
$1,000 and $2,000, there was a very
24, 1919, precluded such operations
large increase in the intervening in
having been affected for the year in
come classes, reporting incomes up to $25,000, question. Neither can the falling off in dividends
( Continued) from which point on through the higher income
reported for that year be attributed to the elimi
classes a steady decrease is recorded. There were, nation of stock dividends from net income, as the
in 1918, 6,457 fewer persons who reported incomes decision of the Supreme Court in Macomber v
in excess of $25,000 than there were in 1917. Of Eisner was not handed down until March 8, 1920.
these, the class reporting incomes of $1,000,000 In fact, stock dividends received in 1918 were re
and over lost 74; the number reporting incomes quired to be reported as net income in that year.
between $500,000 and $1,000,000 decreased by 137;
The previous discussion referred entirely to
between $300,000 and $500,000, the decrease was returns of net income filed by individuals. I will
177; between $150,000 and $300,000, it was 833; now very briefly refer to the incomes reported by
and between $100,000 and $150,000, the reduction corporations.
The total number of corporations that filed
was 944.
Correlating the decrease in the number of persons returns in 1918 was approximately 318,000. These
reporting in the higher income classes, between do not include personal-service corporations, of
1918 and 1917, with the sources or nature of the which there were 3,500. The personal-service
income reported, it is seen that those with net in corporations are not included because the net in
comes of $100,000 and over show a decrease of come reported by them was, under the Revenue
2,165, and an aggregate decrease in income of Act of 1918, not taxable to such returns, but was
$521,000,000, of which approximately $410,000,000, required to be included in the net income of the
or 79 per cent., was due to a falling off in dividends; individual members or stockholders, according to
interest on investments decreased by $65,000,000, their distributive share, whether distributed or
or 12 per cent.; and rents and royalties fell off by not.
Of the above number of corporations, 202,000
$11,000,000, or 2 per cent. Salaries, fees, commis
sions, etc., showed a net reduction of $40,000,000, returned net incomes aggregating $8,400,000,000,
whereas business, partnerships, and profits from on which the income tax amounted to $653,000,000
incidental sales of securities and real estate in and the war-profits and excess-profits tax $2,506,000,000, making a total tax of $3,159,000,000,
creased by $4,000,000.
In the income classes from $20,000 upward, the which was approximately 38 per cent. of their net
falling off in dividends between the two years was income.
The number of corporation returns for 1918 was
$559,000,000, whereas in the classes between $2,000
and $20,000, there was an increase from this source less than in 1917 by 33,000, and although the net
of $133,000,000. On the other hand, whereas income reported was also below the amount re
interest on investments reported by persons having turned in 1917 by $2,370,000,000, the tax exceeded
incomes in excess of $20,000 fell off by $80,000,000, the amount for 1917 by $1,017,000,000.
such income in the class between $2,000 and $20,000
The decrease in the number of returns filed by
increased by $406,000,000.
corporations for 1918, as compared with 1917, is
It would appear, therefore, that the falling off due in part to the following changes in reporting
in dividends was more or less general, and that incomes:
First, consolidated returns of net income in 1918
although the lower classes up to $20,000 showed an
increase from this source, this was probably due to were required to be filed by the parent or principal
the augmentation of 1,083,000 persons not previ reporting corporation, the subsidiary or affiliated
ously reporting in these classes. However, it concerns filing merely evidences of affiliation. In
probably was, to a certain extent, due to the acqui 1917, each subsidiary reported a return of net
sition of dividend-paying securities formerly held income as a separate entity.
Second, personal-service corporation, reference
by persons in the higher income classes.
As regards interest on investments—the falling to which has previously been made.
off in the higher classes and the great increase in
The decrease in the amount of net income in
the lower—it might well be inferred that a transfer 1918 was due, in part, to the exemption of divi
of interest-bearing taxable securities from the dends from tax. Dividends were included in the
higher income classes was made to the lower. taxable incomes of corporations in prior years—
However this may be, it showed that persons hav that is, 1914 to 1917, inclusive.
ing incomes in the lower classes—that is, between
Predominant in the industrial groups of corporate
$2,000 and $20,000—which as before said increased industries, based on the amount of net income
in 1918 over the previous year by 1,083,000, or to a returned, was the manufacture of metals and metal
total of 2,849,000, are a factor of no little propor products, whose net income amounted to over
tion as investors in securities.
$2,000,000,000, and represented 25 per cent. of the
It might be pertinent here to point out that the aggregate net income for all corporations.
falling off in net income in the higher income classes
Following this in the order of their importance
in 1918 can hardly be attributed to sales consum- are:
Statistical
Division,
Income
Tax Unit
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Statistical
Industries Per Cent. of total Net Income
net income of all
Division,
corporations
Income
Trade
.................................
13........... $1,055,000,000
Tax Unit
(Continued)

Transportation and other
public utilities...............
Manufacture of textiles
and textile products. . .
Finance, banking, insur
ance, etc.........................
Mining and quarrying. . .
Manufacture of food
products, liquors, and
tobacco..........................
Manufacture of chemi
cals and allied sub
stances .......................

9...........

778,000,000

9...........

765,000,000

8...........
6...........

685,000,000
568,000,000

6...........

530,000,000

5...........

395,000,000

Other groups follow with gradually diminishing
ratios until we come to agriculture and related
industries, the smallest of all as to total net income,
with $53,000,000, and representing less than 1 per
cent. of the total net income reported by corpora
tions.
It is noteworthy that the manufacturing in
dustry, as a whole, reported net income amounting
to $4,700,000,000. This was 57 per cent. of the
aggregate corporate net income.
Not only does the metal and metal products
manufacturing group lead as to amount of net in
come returned, but it likewise leads in reporting
the lowest cost of operation. This group had 15
per cent. of its gross income remaining after ac
counting for all deductions.
The nearest approach to this was mining and
quarrying, with 12.42 per cent. These were followed
in a decreasing scale by the manufacture of textile
and textile products, 11.21 per cent.; manufacture
of stone, clay, and glass products, 10.92 per cent.;
manufacture of rubber and rubber goods, 9.51 per
cent.; manufacture of chemicals and allied sub
stances, 9.32 per cent.; manufacture of paper pulp
and products, 9.18 per cent.; and finance, banking,
insurance, etc., 8.12 per cent. The remaining
industrial groups showed less favorable results.
In the distribution of the tax, the manufacture
of metals and metal products again comes first.
This industrial group alone paid 31.76 per cent. of
the total tax paid by corporations. The next highest
tax-paying group was the manufacture of textile
and textile products, with 12.46 per cent. to their
credit, followed by trade, which paid 11.71 per
cent. These were followed by the manufacture of
food products, liquors, and tobacco, with 6.55 per
cent.; mining and quarrying, 6.06 per cent.; manu
facture of chemicals and allied substances, 5.08 per
cent.; transportation and other public utilities,
4.73 per cent.; and finance, banking, insurance,
etc., 3.81 per cent.
The quota for manufacturing industries, as a
whole, was nearly 67 per cent. of the total taxes paid
by all corporations. In other words, of the $3,159,
000,000 in tax paid by corporations, the manu
facturing industries paid $2,112,000,000.

A most instructive series of tables are those
showing the distribution of corporation returns
according to size of net income. These tables show
that 36 per cent., or 115,518 returns, reported no
net income, and of the 202,061 that reported net
income, 180 had in excess of $5,000,000. These 180
reported 31 per cent. of the total corporate net
income, and paid 33⅓ per cent. of the total corpo
ration tax. In the income class between $1,000,000
and $5,000,000, 846 returns were filed.
The foregoing 2 classes, numbering 1,026, ac
counted for 51 per cent. of the total corporate net
income, and paid 56 per cent. of the total corpora
tion tax.
The number of returns reporting lesser incomes
were as follows:
Income Class
Number of
Returns
$500,000 to $1,000,000................................... 1,171
250,000 to
500,000................................... 2,054
100,000 to
250,000................................... 5,383
50,000 to
100,000................................... 7,224
10,000 to
50,000................................... 37,053
5,000 to
10,000................................... 29,780
2,000 to
5,000................................... 49,397
Less than
2,000................................... 68,973

The curious results of the operation of the
Profits Tax, as evidenced by the wide range in the
rate of tax paid by the various industries, are of
unusual interest. The highest rate was paid by
corporations whose business was classed as con
struction. The average rate of tax for this group
was 54.10 per cent., although within the group were
several concerns whose tax averaged 67.76 per cent.
of their net income. The next highest was manu
facture of textile and textile products, with an
average rate of 51.50 per cent. Other industries
whose rate of tax was above the average of 38 per
cent. were:
Per cent.
Manufacture of metal and metal products. . 48.90
Manufacture of chemicals and allied sub
stances............................................................ 40.81
Manufacture of food and food products. ... 39.19
Manufacture of stone, clay, and glass
products......................................................... 38.81
From these, the rate of tax falls in a gradually
decreasing scale until the transportation and other
public utilities group is reached, whose rate of tax
was 19.30 per cent.; and, finally, the finance, bank
ing, and insurance group with the lowest tax rate
of only 17.93 per cent.
In conclusion, permit me to say that I have
endeavored to bring to your attention only such
of the many economic phases presented by the
analysis of the returns of net income as seemed to
me to be most significant and of most interest to
you at this time.
The longer way round is often the shortest way
home—diligence in working for the interests of the
organization often produces more personal returns
than diligence in working for one’s own advantage.
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Edward A.
Benson,
C.P.A.
(N.Y.)

E WARD A. BENSON,
D
C.P.A. (N.Y.), is another
Pace graduate who has
made good. Mr. Benson,
at the age of thirty-two,
is controller of Segger
man Bros., Inc., New York City, exten
sive dealers in domestic and foreign food
products. Before taking up the duties
of his present position, he was a senior
accountant on the staff of Loomis, Suf
fern & Fernald, certified public account
ants, New York City.
Readers of The Pace Student will be
interested in following Mr. Benson’s
business and professional career as out
lined in this sketch.
Edward A. Benson was born on June
8, 1889, in the town of New Utrecht,
which later became a part of Brooklyn.
He came of old Dutch settler stock. In
February, 1902, he was graduated from
Public School 128, and, for a time,
attended Boy’s High School, leaving in
June, 1903, to go into business.
Mr. Benson’s first business connection
was with the United States Steel Corpo
ration. Later, he was employed for a
short time by the Realty Associates, and
subsequently secured employment with
the American Surety Company, in the
accounting department. In this work,
Mr. Benson seemed to find the right
outlet for his abilities. He successfully
filled many positions, and was finally
appointed chief clerk of the trust divi
sion. His ability to get things done
caused him to be known as the “Clean
up Man.”
Feeling that he was well fitted for
accounting work, he soon decided to
supplement his business experience
with overtime study. In 1912, he en
rolled in the Pace Course, completing it
in 1914. While studying Accountancy,
Mr. Benson secured his Regents counts,
and, upon examination, was awarded his
C.P.A. degree by the New York State
Board of Examiners, in June, 1916.
In the meantime, Mr. Benson had
entered the employ of Loomis, Suffern
& Fernald, certified public account
ants. He subsequently became senior
accountant on their professional staff.
On July 1, 1919, he was appointed con
troller of Seggerman Bros., Inc., New
York City—the position which he now
holds.
After completing his Accountancy
course, Mr. Benson attended a pedagogy
class at Pace Institute, and, for a time,
was a valued member of the Accounting
faculty of Pace Institute. He is a mem
ber of the New York State Society of
Certified Public Accountants, and of the
American Institute of Accountants.
The views of successful business men
are always eagerly sought. What Mr.
Benson has to say, therefore, about suc
cess in business, and about the individual
qualities and training which will bring

Pace Student
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it about, will be read with interest.
“It appears to me, as one of life’s
axioms, that each individual receives
out of life the equivalent of the con
tribution made. Nothing worth while is
received unless there is an effort made
to obtain it. Positions obtained through
influence alone, and riches received as
gifts, are often lost to the recipient on
account of his inability to preserve
them, for the reason that the training
received from continued effort to achieve
these ends is lacking.
“Success in business is not expressed
in terms of money and position alone,

“I firmly believe that the vast
majority of those who so desire can
materially forward their place in the
business world by the completion of
such courses as those conducted by
Pace Institute. The gain is commen
surate with the effort applied. More than
mere attendance at class sessions or the
carrying of literature is necessary.
But an individual needs only average
ability, properly applied, to profit by
study.
“There is one thing more I would
add, which is, that one so equipped,
and who has the acquired knowledge,
must add hard work.”
J. ARTHUR GREENFIELD & COM
PANY, practicing accountants of Los
Angeles, California, have recently re
moved to more commodious quarters.
Their new offices are in Suite 737-738,
Citizens National Bank Building, Los
Angeles.
Mr. Greenfield, a former student of
Pace Institute, Extension Division, we
understand was among the successful
candidates in the recent C.P.A. examina
tions in the state of California, and has
been awarded his professional degree.
Mr. Greenfield, he informs us, was
recently admitted into membership in
the American Institute of Accountants.

WARREN B. MOODY, a former Se
mester B student, Pace Institute, New
York, has accepted, through the Pace
Agency for Placements, Inc., a position
as assistant bookkeeper with the Reo
Motor Car Company, of New York.
Formerly, Mr. Moody was with the
United Theatre Equipment Company.

Edward A. Benson, C.P.A.
(N.Y.)
Controller, Seggerman Bros., Inc.
New York City

ROBERT JOHNSTON, Pace Institute,
New York, is now assistant bookkeeper
with Stone & Warren, commission mer
chants, 346 Broadway, New York City.
Mr. Johnston was formerly in the ac
counting department of John Wana
maker, New York City. He secured his
position with Stone & Warren through
the Pace Agency for Placements, Inc.

WALTER GARTLAND, Class B1303,
Pace Institute, New York, has accepted,
through the Pace Agency for Placements,
but means the achievement of the Inc., a position as assistant bookkeeper
highest places that one’s ability permits. with the Allied Drug & Chemical
This means persistent effort toward a Corporation, New York City. Mr. Gart
goal. Oftentimes, efforts are misdirected land was formerly in the employ of the
or are not applied with sufficient skill to United States Shipping Board.
reach the ends desired, and, hence,
failure in a greater or less degree results. WILLIAM J. FORSTER, C.P.A.
“Here is where the value of study (N. Y.), who was graduated from the
enters. For directed mental training Pace Courses in 1914, is now a member of
should result in the acquiring of better the firm of Forster & Gall, auditors, 67
equipment with which to work, and in Wall Street, New York City.
knowing the modes of procedure. The
study of accounting and commercial C. A. BEAN, a graduate of Pace Insti
law does result in being better equipped tute, Extension Division, has accepted a
for business life, and does give the rules position on the professional staff of J. H.
Wren, C.P.A. (W.Va.) ,Bluefield, W.Va.
by which business is conducted.
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The
Work of
Pace
Institute

By
Homer S.
Pace,
C.P.A.

T is not altogether
in three distinct fields. Many of them
easy for the students
ace tudent become professional accountants, se
and the graduates of
curing the C.P.A. degree or other pro
November, 1921
Pace Institute, when
fessional Accountancy credential,
questioned as to
such as membership in the American
the work of the Institute, to Institute of Accountants. These men, either on
explain, in a few words, the their own behalf or in the employ of firms of pub
nature of its work and the rela lic accountants, audit accounts; plan methods,
tion that the work bears to busi procedures, and accounts for clients; conduct ex
ness organization and to Accountancy practice. aminations and investigations; and carry out such
The following resume, prepared recently for news other financial and accounting work as may be re
paper publication by Homer S. Pace, may, there quired by clients.
fore, be of interest to readers of this magazine:
Many graduates prefer to become executive
Business organization, business management, accountants in private business organizations. In
business control—these things become of vital these instances, many of them advance from
importance in the large working units that are executive bookkeeping positions to the controllertypical of modem industry and commerce. The ships, treasurerships, or secretaryships of large
local tannery, the country grist-mill, the village corporations. Still others become sales managers,
slaughter house, the local store—all these and other credit managers, auditors, appraisers, or cost
small business units of a former generation are accountants.
largely supplanted by corporations that conduct
Still other graduates enter the service of the
packing-houses, flouring-mills, steel plants, depart Federal Government, or the service of the various
ment stores, chain stores, and other organizations states and municipalities. The demand by the
on a country-wide basis. During the transition various divisions of government for men and
from the small-unit basis of yesterday, more change women trained in Accountancy is increasing
has occurred in methods of work than has occurred rapidly. The method of collecting taxes on an
during the entire previous history of civilization.
income basis, which has been adopted by several
Pace Institute is a distinctive, professional school, states as well as by the Federal Government, has
conducted by men who have participated in modem largely increased the demand for accountants,
industry, and who have attempted to provide both on the part of the Government and on the
technical business training that is a proper accom part of business organizations. Cost-plus contracts,
paniment of the new era. For years, the founders of the settlement of war industries and financing, the
Pace Institute, and their associates, have been need of accountants in connection with highway
engaged not only in organizing and advising construction and improvement, the call for account
modern organizations, but in study and research ants as commissioners in municipalities that have
work as well. From this experience and study, adopted the commission form of government—all
many distinctive principles of organization, man these demands and others are inducing many men
agement, and control have been worked out and and women to undertake serious professional
brought together in courses of study that may be preparation in Accountancy.
taken in daytime or evening classes in Pace Insti
Emphasis should be laid upon the fact that no
tute in Washington, New York, Newark, Boston, one may hope to succeed in Accountancy, whether
and other large cities of the country. Many as a public accountant, an executive accountant,
affiliated institutions have availed themselves of or a Government accountant, without long and
the opportunity to use these distinctive texts, and arduous preparation and experience. In profes
inter-school recognition of credits has facilitated sions, such as Law, Engineering, and Accountancy,
the country-wide program of education.
there are no youthful prodigies such as appear,
Aside from teaching the principles of organiza from time to time, in music and art. Success comes
tion and management, emphasis has always been only from careful, technical preparation, accom
laid upon two subjects of the utmost importance in panied or succeeded by experience of the right kind.
business education; namely, the science of law, Care should be taken, therefore, to discourage
which provides for business men many privileges young men and women from undertaking Ac
as well as imposing certain controls and responsi countancy study, if they do so with the idea that
bilities; and the science of accounting, by means of a few months’ study will enable them to succeed in
which the modem executive localizes value tenden the difficult work of the accountant. The oppor
cies and collects value facts for the purpose of tunity is large, but its largeness is proportionate
directing his organization. The instruction in both to one’s developed capacity and understanding of
law and accounting, which continues throughout the intricacies of modem organization.
the entire course of study, is given by lawyers and
accountants. In the earlier part of the Course, the
Railway trains could not exceed a speed of fifteen
time of the student is devoted largely to these sub miles an hour until the invention of the T-rail and
jects, but in advanced Semesters, more time is the flanged wheel made it possible for them to stay on
given to the broader principles of organization and the track at greater speeds. Many of us need a flanged
management.
wheel—judgment—that will keep us on the right track
Graduates of Pace Institute utilize their training and permit us to make a little speed as we move along.
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Pace
Institute,
Washing
ton

ACE Institute, Washington,
is exceptionally fortunate in
its school facilities, occupy
ing, as it does, the entire
five floors of this fire-proof
building, situated on the cor
ner of 8th and G Streets, N.
W., Washington, D. C. The Institute
building is convenient to all the Gov
ernment departments, as well as to the
banks and mercantile establishments of
Washington. The equipment of the build
ing is modern—passenger and freight el
evators, electric lights, and all facilities
for the conduct of school-work.
In the basement is a large room used
as a club-room by the students of the
Pace Club. The room was furnished

Pace Student
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throughout by Pace Institute. At the
left of the entrance, on the first floor, are
reception rooms, administrative offices,
and the text-room. A large lecture-room
is at the right. The office of the Dean of
the Institute, two large lecture-rooms,
and a room for the Faculty occupy the
second floor. On the third floor are two
large lecture-rooms, private offices, a
room for Seminar instruction, and the
ladies’ club-room. Four lecture-rooms
occupy the fourth floor.

PACE INSTITUTE, WASHINGTON, D.C.

Why a
Pace Club
By
T. L. Bren
nan, Chair
man of
Publicity,
National
Federation
of Pace Clubs

OAH was six hundred years old that could, or will ever, be built.” His
before emergency taught him how only boast was that the Ark was a good
to build an Ark; and even then it boat, for good people, of a good cause.
was far from perfection in shipbuilding.
He rested in the comfortable thought
And Noah had many critics. Some said, that it had served its purpose well.
And so it is with us. Pace Institute
“There is no reason for it,” and others
remarked that they could do it better. had been in existence many years before
But this did not disturb Noah. He knew it was decided to put the club idea into
that the flood was coming, and that was practice. The Institute knew it would be
reason and inspiration enough for him. wise if the students and graduates
He realized that it was possible for many organized. It realized that the success
of his critics to do a better job, but he of our associates excites us to greater
had a patience that did not wear out, efforts, and that, individually, our aver
and a spirit that could not be conquered ages are better than they would be if we
by the giggles of the mob. He knew what played at things absolutely alone.
A little more than two years have gone
was expected of him, and he did it the
by since we organized The Pace Club of
best he knew how.
And when success had crowned his New York, drawing members from the
efforts, and his people whispered his students of the metropolitan schools
name in reverence, Noah was never once (Manhattan, Brooklyn, and Newark),
heard to say, “Mine was the best boat and from graduates and Extension
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students as they made application. Of
course, like Noah, we have had, and still
have, critics.
Like Noah, though, we have not
allowed our critics to disturb us, and
have kept to the job of fulfilling the
object of our organization, which is
“to promote educational and social
activities, and foster a spirit of fellow
ship among the students and graduates
of The Pace Courses.” We are glad to
know that our dances and the banquet
satisfied our members and friends, and we
hope that everything we attempt in the
future may measure up to the high
standard that we have set, and to your
expectations, no matter how high.
Our social activities for this year
promise to dim past successes. The
“Exclusive Fall Dance,” which was held
in the main ballroom of the Hotel
Waldorf-Astoria, on the evening of
Saturday, October the twenty-second,
was something that we fear we shall
never excel, socially. From the time that
The Pershing Club Orchestra struck up
the music for the first dance, at eight,
until we filed out, after “Home Sweet
Home,” at past one o’clock, it was
apparent to every one that The Pace
Club had exceeded all past efforts in
social affairs.
The Social Committee is trying to
arrange another dance for some time in
December or January; and Saturday,
April the fifteenth, has been reserved at
the Hotel Astor for the banquet of 1922.
Our orchestra, which is being organized,
may furnish music at the last-mentioned
affair.
The Educational Committee has
earned much praise by its Plant Inspec
tion Trips. We have visited the New
York Telephone Company; seen how a
leading technical publication is made;
watched the making of and tasted Sun
shine Biscuits; and journeyed to the Tide
water Oil Refinery. Other trips and a
series of lectures will be announced later.
The Athletic Committee is looking
about for a gymnasium and basket-ball
court, so that members will have a place
to exercise, and be able to boast of a
representative basket-ball team.
The National Federation of Pace
Clubs, which the associated club organi
zation is called at present, is making
progress. When the several clubs which
are at present in the federation agree to
a name and a constitution and by-laws,
charters will be given out, and the
machinery set in motion to bring in all
other schools teaching the Pace Stand
ardized Courses. By bringing all student
bodies into a National Club, we are
opening an avenue of nation-wide pres
tige for the individual school clubs, and
storing up power for the national
organization of the future.
If you are already a member of any of
the student clubs, I hope you will renew
every time membership is due. If you
are not a member, I ask you to consider
what I have said, and cash in on the
evident opportunity, now. It costs only
one dollar a year. Initial membership
expires one year from the last day of the
quarter in which you enroll. Any time
is joining time, and every student should
be a member. Consider the proposition.

AMERICAN INSTITUTE OF ACCOUNTANTS, AT THE “WHITE HOUSE,” SEPTEMBER 21, 1921

Annual
Meeting,
American
Institute
of Ac
countants

HE American Institute of
Accountants held its an
nual meeting in Washing
ton, D. C., during the
week beginning Monday,
September 19th. At this
notable meeting, more
than two hundred and fifty accountants,
representing practically every state in
the Union, came together for the purpose
of transacting the business of the Insti
tute and of promoting the interests of
the profession of Accountancy.
The Institute, as explained fully in
this magazine in a previous number, was
organized in 1916 as the National Asso
ciation of Professional Accountants, to
succeed the American Association of
Public Accountants, which was organ
ized in 1887. The annual gathering this
year ran true to the traditions of the
Institute and its predecessor—it was a
combination of profitable technical dis
cussion and enjoyable entertainment.
A number of excellent technical papers
were read and discussed, including one
on “Surplus” by C. B. Couchman,
C.P.A. (Mo.), of the faculty of Pace
Institute. Before and after the various
business sessions, the accountants were
busy in renewing old friendships, and
in discussing matters of professional
interest.
The most important matter before the
annual meeting was the report of the
Committee on Ethics. The report, which
had already been circulated among the
members of the Institute, was to the

effect that the Institute should declare
that it is unethical for members of the
Institute to advertise for practice or to
solicit practice by circular letters or
otherwise. A member of the Institute,
who had not been entirely satisfied by
the report of the Committee, sent out a
questionnaire to the members of the
Institute for the purpose of eliciting
views in respect to advertising and
related matters. The results of the ques
tionnaire were placed before the Insti
tute, and a most lively discussion ensued.
The result was that the Institute ap
proved the report of the Committee, but
it was left to the Council of the Institute
to formulate and issue such ethical rules
as seem to be necessary and desirable to
prevent advertising and the solicitation
of practice by members.
The discussion of advertising and
related matters brought home forcibly
the fact that the accountants of the
country are determined to establish
themselves on a full professional basis.
The problem is somewhat difficult be
cause in Accountancy, unlike in law and
medicine, no one is prohibited from
practice, and there is always a great deal
of competition from individuals who
have not conformed to any true pro
fessional standard.
The entertainment features included
a trip to Mount Vernon and a moonlight
ride on the Potomac. The latter was
enjoyable, notwithstanding the fact
that the moon failed to keep her ap
pointment.
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The meeting culminated with the
annual dinner, which was held on
Wednesday evening, September 21st, at
the Washington Hotel. At this dinner,
at which Mr. E. E. Gore, of Chicago,
acted as toastmaster, there were a num
ber of notable speakers, including
Honorable C. H. Huston, assistant sec
retary of commerce; Mr. Merle Thorpe,
editor, “Nation’s Business”; Dr. T. S.
Adams, economic adviser, solicitor’s
office, Bureau of Internal Revenue; and
Rear Admiral David Potter, U.S.N.,
chief, Bureau of Supplies and Accounts
and Paymaster General.
Carl H. Nau, president of the Insti
tute, presided at the various meetings,
and endeared himself to all the members
by his clean-cut work as a presiding
officer and, particularly, by his ready wit
and unfailing good nature. A. P. Rich
ardson, secretary, as usual, attended to
the secretarial detail of the meeting with
precision, and kept all business matters
running on schedule time.
The Institute was indebted very much
to the Committee on Meetings, consist
ing of Elmer L. Hatter, of Maryland,
chairman, and James J. Burns, of Penn
sylvania, and Ernest E. Wooden, of
Maryland, for the satisfactory manner
in which the entertainment was provided
and the details of the meeting handled.

ARNOLD CLEMENT HANSEN,
C.P.A. (N.J.), announces the removal of
his offices to 295 Broadway, New York
City.

EDWARD C. EARL, Pace Institute,
New York, Class D1510, is now vicepresident of the Private Estate Coffee
Company, 21 Fulton Street, New York
City. Mr. Earl is enthusiastic in his
support of Accountancy study as a logi
cal program for young men and women
who aspire to managerial positions.

THEODORE A. CRANE, C.P.A.
(N. J.), has, for the past year, been
engaged in the public practice of Ac
countancy, with offices in the Kinney
Building, Broad & Market Streets,
Newark, N. J. Mr. Crane was graduated
from the Pace Courses in Newark, in
June, 1914.

EARL H. LeMASTERS, a student in
Semester E, Pace Institute, Washington,
has returned to his home in Huntington,
W. Va., to become a member of the staff
of C. G. LeMasters 8b Co., public
accountants and income-tax specialists,
Huntington, W. Va.
WILLIAMS, FITZGERALD, ASHTON
8b COMPANY, announce the opening of
offices in Providence, R. I., for the prac
tice of Accountancy. Each member of
the firm is a graduate of the Bryant 8b
Stratton School, Providence, conducting
Pace Standardized Courses.

ELMER C. COWAN, a student in the
Bryant 8b Stratton School, Providence,
R. I., conducting Pace Standardized
Courses, was recently made contract
manager of the Providence office of
Ernst 8b Ernst, public accountants.

MISS ADELE EMIN, a graduate of the
Pace Standardized Courses in Account
ancy and Business Administration in
the Bryant & Stratton School, Provi
dence, was recently appointed instructor W. V. HOAG, a student of Pace Insti
in accounting and law at the Bryant 8b tute, Extension Division, is now a senior
Stratton School.
accountant on the staff of J. I. Kinman,
certified public accountant (Wash.),
A. D. STRANDBERG 8b COMPANY Spokane, Washington.
announce the opening of offices, for the
practice of Accountancy, at 2 Rector CLARENCE H. ERKENBRACH, a
Street, New York City. Mr. Strandberg former student of Pace Institute, New
received his diploma from the Pace York, has been appointed cashier of the
Course in June, 1916.
Lux Manufacturing Company, New
York City.
WILLARD TURNER, a student in
Semester E of the Pace Standardized CLYDE B. STOVALL, a student in
Course, in the Bryant 8b Stratton School, Semester D, Pace Institute, Washington,
Providence, R. I., recently accepted a has joined the staff of C. G. LeMasters
position as accountant for the Baltic 8b Co., public accountants and incometax specialists, Huntington, W. Va.
Mills, Baltic, Connecticut.
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WILLIAM J. UMBACH, 3024 Cortel
you Road, Brooklyn, N. Y., and Miss
Marion Brown, 211 East 31st Street,
Brooklyn, N. Y., were united in mar
riage, in the city of Brooklyn, on Sep
tember 14, 1921. Following a trip of
three weeks through the Delaware
Water Gap Region of Pennsylvania, Mr.
and Mrs. Umbach are now at home at
1703 Stephen Street, Brooklyn, N.Y.
Mr. Umbach is a valued member of
the Accounting lecture staff of Pace
Institute, New York. The Pace Student
is glad to extend to Mr. and Mrs.
Umbach its heartiest congratulations
and best wishes for the future.

E. CLIFFORD LOWRY, a former
student at Pace Institute, Washington,
has accepted a position as semi-senior
accountant on the staff of H. S. Miller
8b Co., certified public accountants,
Birmingham, Alabama. Mr. Lowry was
formerly employed in the accounting
department of the Carroll Electric Com
pany, Washington, D. C.

PAUL LARSON, a graduate of the
Bryant 8b Stratton School, Providence,
R. I., conducting Pace Standardized
Courses, recently accepted a position
with Jencks & Haycock, public account
ants, Providence, R. I.
THE BRYANT 8b STRATTON
SCHOOL, of Providence, R. I., reports
the largest enrolment in the Pace
Courses since they were established as
part of the curriculum of the school.

The big, progressive, forward-looking organiza
tions are, on the other hand, only too willing to have
their people absorb new notions. In fact, they often
give more thought to the matter than many of the
employees themselves. They suggest courses of
study, and frequently conduct educational classes
in their own offices and on company time. To these
organizations, new notions are life-blood, as es
sential as the red corpuscles in a man’s arteries.
Without them, they realize that their business will
eventually disintegrate and disappear.
New Notions! May they be many. May they
be given their opportunity to assist Modem Busi
ness in settling the countless problems that need
immediate solution, and those that will continue to
arise in the years that lie ahead.
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pose, spirit, and needs of Modern Business
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Editorial

Your
Personal
Program

New
Notions

T busy business men and women,
O
the days often seem too short.
A definite schedule for each day’s
activities is of great assistance in
getting the most out of each day
with the least useless expenditure
of effort.
Particularly at this season of
the year is a schedule helpful.
Work at the office is beginning to crowd a bit.
The theatre, now that warm weather is over, is be
ginning to exert its lure. Time for study must be
found, time for rest and for recreation. Twentyfour hours do not seem enough. Something must
be done.
Utilize a little of the organizing ability that you
are reserving for the office, in laying out your
personal schedule. Have a time for study, for outof-door recreation, for amusements, for rest. Once
your program is fixed, adhere to it as rigidly as
circumstances will permit. The results will agree
ably surprise you.

“W E

don’t want our people filled with new
notions.” Rather hard to realize, isn’t it,
that any business executive would make such a
statement. But, even in these progressive times,
there are some business men who look backward,
who bow down before the god of things as they
have been.
Corporations speaking through such spokesmen
are not, however, numbered among the country’s
leaders. They are against improved sales methods,
modem advertising policies, scientific accounting
systems. Worst of all, in many ways, they maintain,
towards their employees, the popular attitude of
fifty years ago. They are against having them
pursue courses of study that tie in with their daily
work. Their attitude seems to be, “We’ll keep our
people at these same tasks year in and year out.
So far as constructive thinking for this organiza
tion is concerned, we’ll attend to that here in the
office.” And, in truth, they have to. Few construc
tive suggestions could ever come from a staff in an
office like this.

HAT is your test of the worth of an auto Fair
mobile—good roads, easy grades, and fair Weather
weather? Or does the real tryout come when
the
Men
car is called upon to detour from the macadam and
wallow through mud and mire? Do you test your
self in the same way? Many men perform well in
fair weather and on smooth roads, but falter or
stall when things thicken up a bit and the going
becomes difficult. It is well to take thought to the
development of the courage and the tenacity
that carry one through adverse conditions. With
out these qualities, no man can hope to become the
successful practitioner of a profession, or to achieve
success as an executive in charge of the affairs of a
large organization.

W

“BROWN, I’m leaving for St. Louis

one week Do It on
from to-day. Let me have, next Tuesday Time
at three o’clock, all the data on the Consolidated
Mills matter.”
You are Brown. The general manager turns back
to his desk, after giving you these directions, and
dismisses the whole matter from his mind. You
have a fine opportunity, now, to show that some
day you may be able to handle bigger things than
the Consolidated Mills matter. A simple way to
show it, too—get all the data you were asked to
get, and be at the general manager’s office at three
o’clock, sharp. Don’t present yourself at the office
with part of the data, at ten minutes after three.
Allow yourself a sufficient margin of time so that a
delay or two at your own desk, the last minute,
will not make you late. Show the chief that when
he gives you directions, they will be carried out—
both as he wishes them, and when he wishes them.
Do it on time! Most of us do what our superiors
tell us; and most of us do it nearly on time. But
be one of the chaps who do things right on the dot.
Make it a habit. Become known in your office as
“Brown—he does things on time.” It’s not a hard
task to get this reputation, and it’s a reputation
that will pay you large dividends throughout your
business life.
The ability to profit by friendly criticism is the most
important cylinder in your mental machinery.
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The Pace
Club of
Boston

HE PACE CLUB of Bos
ton is already planning its
activities for the coming
winter. It announces that
there will be at least one
Pace Club event each
month. The Banquet
Committee is now engaged in arranging
the details of the annual banquet, the
date of which will be announced in the
next issue of The Pace Student.
The Educational Committee of the
Club is laying out a program of lectures
to be delivered by well-known speakers,
and the Social Committee is busy with
the details of several social events.
The present membership of the Pace
Club is approximately five hundred.
The Club is, however, making an in
tensive drive to bring this number up io
one thousand within the next two
months. Letters outlining the plans of
the Club for the ensuing year are now
being sent to all Pace students and
graduates of the Boston School.
The officers of the Pace Club of Boston
are as follows: Wm. A. Doering, presi
dent; D. F. Crowley, vice-president;
Miss A. V. Cullen, treasurer; Wm. C.
Hogardt, secretary; Miss M. H. Kramer,
assistant secretary.
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Total of Column 1:
48 at $10.00.............
Total of Column 2:
10 at $5.00...................
50 at 1.00...................
Total of Column 3:
10 at 50 cents...............
42 at 10 cents...............
Total of Column 4:
7 at 5 cents.................
26 at 1 cent..................

........ $480.00
........
........

50.00
50.00

........
........

5.00
4.20

.................... 35
.................... 26

$589.81
In Column 1, representing tens of
dollars, each unit means a ten-dollar
bill for the pay envelopes. The total of
Column 1 is 48, which means 48 tendollar bills.
Column 2 represents singles and fivedollar bills for the change list. Each
number, “five or over,” represents 1
five-dollar bill. There are ten such num
bers, hence we will require 10 five-dollar
bills. 10 X $5 = $50. Total of column =
$100. Singles required = $50.00.
Column 3 represents fifty-cent pieces
N a recent issue of The Pace Student, and dimes. Each number, “five or
Comput
the question is asked: “Will you over,” represents a fifty-cent piece for
ing the
please give me the method used in the change list. The total of such num
computing the change list on a pay-roll?”bers in Column 3 is 10. 10X50 cents =
Pay-roll
The answer was:
$5.00. Total of Column 3 is $9.20. The
“We know of no method of determin number of ten-cent pieces required is
ing the quantities of each denomination 42 =$4.20.
necessary, other than by analyzing the
Column 4 represents nickels and
net amount payable to each man on the pennies. Each item, “five or over,”
pay-roll into various paper and coin represents a five-cent piece required.
money denominations, and totaling The total number of these items is 7.
these denominations in order to deter 7X5 cents=35 cents. Total of Column 4
mine the various numbers of bills and equals 61 cents. Pennies required, 26
coins to be obtained from the bank to cents.
pay off the employees on the pay-roll.
Listing the denominations for each
This method, of course, takes consider column, we get:
able time in case the number of employees
Column 1, 48X$10.00 = $480.00
is large.”
= 50.00
A quick and correct method which I
Column 2, 10X 5.00
50X 1.00 = 50.00
have used for many years in computing
.50 =
5.00
the change list is explained herewith. It
Column 3, 10X
4.20
.10 =
42X
is simplicity itself, and all one need do
is add the columns over one extra time.
.35
.05 =
Column 4, 7X
In the following example, the columns
.01 =
.26
26X
are numbered from left to right for
ready reference:
$589.81
12
3 4
I trust this explanation will help your
$1 6 .4 2
inquirer and such others of your readers
2 7 .5 4
as have pay-rolls to make up.
1 9 .3 0
Yours truly,
3 7 .7 1
B. AARONSON.
8 2 .9 6
1 3 .3 5
HANGING one’s vocation is always
1*8 .8 7
a serious matter. This is particu
2 7 .6 0
larly true if the one who is con
4 2 .1 2
sidering the change has achieved a
4 4 .8 0
degree of success in his or her chosen
3 9 .0 0
work.
Many teachers, particularly
1 2 .0 0
women, are desirous of studying Ac
1 9 .7 4
countancy and entering either business
2 2 .8 8
or professional practice.
There are
2 3 .9 6
many major matters to be considered
2 7 .1 2
by those who contemplate such a change.
3 4 .4 5
It is with a feeling that the advice which
2 4 .1 2
Mr. Homer S. Pace recently gave to a
5 5 .8 7
teacher anxious to enter business will be
helpful to those who are similarly situ
$5 8 9 .8 1

I

C

187

ated, that the following excerpts from a Change
recent letter written by Mr. Pace are
of
printed below:
“Your problem is similar to that of Vocation
many teachers who are interested in
business, but who are aware of the fact
that it is difficult to make the vocational
change without a sacrifice of income—
at least, immediate income.
“My own opinion is, that a woman
who is earning a good income in teach
ing, and who has a natural aptitude and
liking for teaching, had better move
slowly in making a change from teaching
to business. It is possible, of course,
that a person who has a special-aptitude
for business and accounting might profit
in a financial way by the change, but
there would be considerable question as
to the advisability of the change.
“Look at it from the opposite view
point. If a woman who had made a
special- preparation for business, and
who had advanced to a lucrative posi
tion, should decide to enter teaching,
you would say that it would take some
time for her to overcome the handicap
growing out of the need of special train
ing, and that she should be willing to
accept a low salary during the early years
of the experience. In such an instance,
I should hesitate to advise a business
woman to attempt the change on the
mere basis of financial return.
“With the facts as they are, it seems
to me that you should decide the matter
as to whether you desire Accountancy
and business training, and, particularly,
a change of vocation, on the basis of
your own natural aptitude and liking.
If you are not satisfied with teaching
and prefer to work in business, it will be
well worth your while to undertake the
necessary study, and to accept the sacri
fices that will be necessary in the early
stages of your business career.
“You might, however, quite aside from
the matter of entering business, find it
enjoyable and profitable to undertake a
course of Accountancy study.
You
would gain much helpful business infor
mation, and it would undoubtedly
develop your capacity for clear thinking,
and there would be certain useful
products in your teaching work. More
over, there is a very insistent demand for
teachers of Accountancy in public
schools and colleges, and in private
institutions. It might be desirable for
you to add a thorough understanding of
Accountancy in order possibly to make
more profitable your teaching work,
provided you decide to continue in that
vocation.”

SOLOMON KANTOR, Class E1604,
Pace Institute, New York, through the
Pace Agency for Placements, Inc.,
fair
recently accepted a position as junior
accountant on the staff of Berger 8s Baer,
New York City.
R. H. REICHEL, a former student at
Pace Institute, Washington, who passed
the final examinations in July, 1921, has
been appointed auditor in the Buffalo
division of the Income Tax Unit, Bu
reau of Internal Revenue. He has al
ready entered upon his new duties.

Students'
Questions
and
Answers

Q

A

Q

A

get into one’s possession; to receive;
T IS Department
H
to
bear.
does not publish
ace tudent
It will be seen from this that “take”
answers to all of
November, 1921
and “carry” are somewhat similar in
the questions re
meaning; while “bring” and “take”
ceived, but only to
those which we deem to be of are nearly of opposite meanings, with “take” hav
general interest to our readers. ing a variety of uses in no way connected with
A communication, in order to re conveying objects from one place to another.
Examples: Since you are standing by the
ceive attention, must contain the
table,
bring the book to me.
name and the address of the person asking the
Bring those tabulations over to my desk, when
question.
you come.
They captured the city and took the soldiers
OW may one ascertain when the risk at
prisoners.
taches, under a contract of insurance, so as to
He was so ill, that he could take no food.
apply the rule that, in the absence of a stipulationIn subtraction, you take the smaller number
to the contrary, if the risk once attaches, no from the larger.
portion of the premium is returnable, even though
the subject insured may be lost by reason of an “I DO not believe that I thoroughly understand Q
excepted peril before the expiration of the term for
the subject of subrogation. Can you not give
which the insurance is granted; but unless the risk me some specific instance that would help me to
does attach, the contract fails of its purpose, and clear up a rather hazy idea of it?”
the insured may recover the premium paid upon the
Subrogation is a legal fiction, recognized in A
ground that the consideration therefor has failed?
equity, by which, when one party is obliged to pay
The risk attaches when the contract is complete a debt for which another is primarily answerable,
and effective. The formation of the contract of the creditor is deemed to have assigned to the
insurance is determined by the rules governing payor of the debt, upon its payment in full, all the
contracts generally. Frequently, the parties to the rights which the creditor had against the primary
contract stipulate therein when it shall be deemed debtor, thus enabling the payor of the debt to
effective, as, in life insurance, by a provision that proceed against the party primarily liable to collect
the policy shall not bind the insurer until payment from him the amount thus paid, to the end that
of the first premium, or, as is sometimes the case, substantial justice may be done.
by a special provision that the insurance shall be
This doctrine is most frequently applied in cases
deemed in force from the acceptance by the insurer of surety. If A is bound to pay a sum of money to
of the application accompanied by payment of the X, and B is A’s surety, X may compel B, the
first premium. In the absence of specific agreement surety, to pay the whole debt; and, if he does so,
as to the time when the risk is to attach, the time B may proceed against A and compel A to reim
must be determined in the light of all the facts of the burse him in the amount owed by A to X, which
particular case, generally, from the moment of was thus paid by B. This is made legally possible
making the contract. In Eames v Insurance Co., by the fiction that, upon payment by B, there was
94 U. S. 621, the Supreme Court of the United an assignment by X to B of all the rights which
States, in holding an insurer against loss by fire X had against A. In other words, B is deemed to be
bound where the premises were destroyed by fire substituted in the place of X to enable B to enforce
before a policy was delivered, said: “It is sufficient X’s claim against A.
if one party proposes to be insured, and the other
This doctrine is also applied to insurance of
party agrees to insure, and the subject, the period, property. Thus, where goods in transit are insured,
the amount, and the rate of insurance is ascertained and there is loss for which the carrier, as well as
or understood, and the premium paid if demanded.” the insurer, is liable, if and when the insurer pays
the claim to the shipper, the insurer is deemed to
AM continually in doubt about the correct way stand in the shoes of the shipper to the extent that
to use the words “bring” and “take.” Will you he may recover from the carrier the loss sustained
kindly distinguish between these words for me? and paid by the insurer.
Subrogation is resorted to, moreover, to protect
In considering this matter, it is well to keep in
mind four words: “bring,” “fetch,” “carry,” and the lien of a junior mortgagee. If, for example,
“take.” “Bring” means to convey to the place land be encumbered by two mortgages, the holder
where the speaker is or is to be. “Fetch” means to of the second mortgage may pay the first mortgage,
go and bring; to go from the place where the speaker and thus be subrogated to all the rights of the
is and bear toward the speaker; as, Go, fetch me a first mortgagee.
All the foregoing is subject to this basic qualifica
pail of water. “Carry” means to transport in any
manner from one place to another, usually used tion, that, in order to be subrogated to the rights of
with “away” or “off.” In a sense, “carry” has an another, the payor of money must be under some
opposite meaning from that of “bring.” “Take” has legal duty to pay it, as happens in the case of
a variety of meanings; chief among them are: to sureties, guarantors, and insurers; or his interest
lay hold of; to seize with the hands; to grasp; to must be such that payment is necessary to protect
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his rights, as in the case of a junior
mortgagee; one who pays a debt for
which another is answerable, without
being under such obligation or neces
sity, is a mere volunteer and there
fore not entitled to recover, unless by express con
tract with the person whose debt he pays it is pro
vided that the payor shall be subrogated to the
rights of the debtor, in which case, upon payment,
the payor is entitled to sue as assignee of the pri
mary debtor.

Q. If the material is taken in at
sales price (sales price being higher
than cost), is this anticipated profit?
A. Material should not be inven
toried. Sales Account would have
been credited, and, under the conditions outlined,
the procedure would not involve anticipated prof
its, since, legally, the goods would have left the
possession of the vendor, and the vendor would be
entitled to credit his Profit and Loss Account
(through the medium of his usual nominal ac
counts) with the profit on the transaction.
Q. Is it good accounting?
A. It is good accounting to follow this procedure,
not
if the title has passed to the vendee; if title has not
yet passed to the vendee, the methods outlined in
the first set of answers should be followed.

UR business permits the selling of our prod
ucts in advance—that is, we contract for
the sale of our goods to-day and they are
shipped until two or three months later, and it often
happens that the goods are not manufactured. In
the matter of inventories, is it proper accounting to
AT the close of business, December 31, 1920, our Q
take into such inventories your products sold, but
books showed an asset account of line shaft
not yet shipped, at the market, cost, or sale price?
When the market is lower than cost, the market ing, belt, hangers, etc., total amount, $8,000.00,
governs, I know; but what about the proportion of less a reserve for depreciation which had been
stock sold, but not yet delivered? We are taking it charged into cost, $3,000.00, making a net book
in at the sale price. Is this, technically, anticipating value of the assets, $5,000.00.
profits? Is it good accounting? What is the reason?
The inventory which was taken as of December
As is well known, a certain proportion of these 31st covering this account, after being priced and
sales are not actually delivered, but we have taken taking into consideration depreciation, showed a
into our accounts the profit expected; such sales net value of $5,500.00. What I should like to know
are charged later to profit and loss, if not delivered is, will the reserve for depreciation, which is
$3,000.00, be written off completely, which would
at the contract price.
The accounting treatment on the vendor’s books leave a net amount of $5,000.00, and then a
A
to be accorded goods manufactured on special $500.00 adjustment made to this asset account
order will depend entirely upon the contract with which would bring the amount up to the inventory
the vendee. If the title vests in the vendor until figure of $5,500.00?
We refer you to a similar question and the answer A
the goods have been delivered to the vendee, the
following answers to your questions would be thereto in a preceding issue of The Pace Student.
In case you find that the Reserve for Deprecia
proper:
Q. Is it proper accounting to take into closing tion Account is not correctly stated, the theoretic
procedure should be to adjust the Reserve for
inventories products sold, but not yet shipped?
Depreciation to the true amount by a corresponding
A. It is.
Q. Should market price, cost price, or sale price offsetting charge or credit to some appropriate
account—usually Profit and Loss or Surplus.
be used?
In the case you cite, you state that the inventory
A. Ordinarily, the valuation should be cost or
of line shafting, belt, hangers, etc., as priced, and
market, whichever is lower.
Q. If the material is taken in at sales price (sales taking into consideration depreciation, showed a
price being higher than cost), is this anticipated net value of $5,500.00. The proper procedure from
the view-point of theory would be to adjust the
profit?
$8,000.00 asset account to the true cost value of the
A. It is.
Q. Is it good accounting?
assets still on hand, and to adjust the reserve for
depreciation account to show the true depreciation,
A. It is not.
If title passes to the vendee, although the goods so that the excess of the adjusted cost figure over
may still actually be in your warehouse, the follow the adjusted depreciation figure would be $5,500.00.
The offsetting entry should be made either to a
ing answers will govern:
Q. Is it proper accounting to take into closing nominal account or to Surplus Account. If it were
inventories products sold, but not yet shipped?
the result of cumulative errors in prior periods, the
A. Under these circumstances, it is not. The offset should be to Surplus; if the error occurred in
amounts should be included as sales—that is, the current period, the offset should be to a nominal
charged to Accounts Receivable and credited to account or to Profit and Loss.
Sales Account, and the material should not be
“He takes the organization view-point”—a mighty
included in the closing inventory.
Q. Should market price, cost price, or sale price fine thing to have said about you.
be used?
Our garage man says that taking a sharp corner on
A. The material should not be included in the high is fancy stuff, but that he is going to run his
business in second till things ease up a bit.
inventory under these circumstances.
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RECENT bulletin of
the Chamber of
Commerce of the
United States, with
headquarters at
Washington, D. C.,
which includes cor
respondence with
the Federal Trade
Commission on the
subject of Cost Ac
counting, will be
of interest to our readers. The bulletin
is as follows:
Cost Accounting has for some time
been recognized as one of the greatest
needs of business, especially in indus
trial production. Realizing this need,
many trade organizations have under
taken educational activities with their
members, but with some hesitation on
account of doubts regarding the attitude
of public authorities.
In an endeavor to perform a service
by obtaining a statement with respect to
the activities in promoting uniform cost
accounting which are proper, the Fabri
cated Production Department entered
into correspondence with the Federal
Trade Commission. This correspondence
has made it clear that, from the point of
view of the Commission, as expressed by
the Acting Chairman, there is no bar,
legal or otherwise, to trade associations
promoting cost accounting with their
members within the limits outlined in
the correspondence.
The discussion of the subject is so
valuable that the whole of the corre
spondence is quoted, as follows:

CHAMBER OF COMMERCE OF
THE UNITED STATES
July 19, 1921.
Mr. Nelson B. Gaskill, Acting Chairman,
Federal Trade Commission,
Washington, D. C.
Dear Sir:
This department notes with consider
able interest your letter of July 12 to
Mr. F. J. Moss, of Kansas City, Mis
souri, giving the views of the Commis
sion in respect to its attitude toward the
educational work of trade associations
in connection with Cost Accounting.
We are quite in agreement with you
that Cost Accounting which leads to the
adoption of “averages” or “standards”
to be used by the members of an in
dustry is not only wrong, but defeats
the real purpose of cost research, which
is to develop facts.
There is, however, one point we should
like to be informed on, and that is your
attitude toward “Uniform Cost Ac
counting’’ and its use by members of
Trade Associations.
We refer to a standard plan or method
which may be developed and used by the
producers of a certain line whereby they
figure their costs by the same rules,
including in them the same elements,
and differing only in results because of
the variance in size of plants, equipment,
and local conditions—uniform as to
fundamentals.
Is there, in your opinion, any reason
why such a system may not be developed
and used lawfully by an industry?
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Again, if conversion costs only be dealt
with, is there any legal bar to the col
lective study of costs by the members
of an industry using such a Uniform
Cost System?
We are deeply interested in the ad
vancement of American business along
Cost Accounting lines, and will greatly
appreciate your reaction on the two
questions above propounded.
Yours truly,
e. w. McCullough,
Manager, Fabricated
Production Department.

FEDERAL TRADE COMMISSION
WASHINGTON
July 25, 1921.
My dear Mr. McCullough:
Your letter of the 19th instant, inquir
ing as to the views of this Commission
with respect to the development and use
of uniform methods of cost accounting
by trade associations, has been received
and given careful consideration.
Your specific questions read as
follows:
“There is, however, one point we
should like to be informed on, and that
is your attitude toward ‘Uniform Cost
Accounting' and its use by members of
trade associations.
“We refer to a standard plan or to
methods which may be developed and
used by the producers of a certain line
whereby they figure their costs by the
same rules, including in them the same
elements and differing only in results
because of the variance in size of plants,
equipment, and local conditions—uni
form as to fundamentals.
“Is there, in your opinion, any reason
why such a system may not be developed
and used lawfully by an industry? Again,
if conversion costs only be dealt with,
is there any legal bar to the collective
study of costs by the members of an
industry using such a Uniform Cost
System?”
There has been much misunderstand
ing and, unfortunately, not a little mis
representation, of the attitude of this
Commission on the subject of uniform
methods of cost accounting. In fact, it
seems to be difficult to secure even for
the most carefully worded statement a
proper appreciation of the Commission’s
position, yet it is really very simple,
namely, that it is strongly in favor of
such work provided it is done scientifi
cally and accurately, and is not used for
ulterior purposes in violation of the law.
No governmental agency in this
country, except possibly the Treasury
Department, has had so much occasion
to observe the existing defects in cost
accounting methods; but the Commis
sion is glad to record its opinion that
there has been on the whole a consider
able improvement in recent years. The
work of this Commission would be
greatly facilitated by further improver
ment in cost accounting methods, and,

190

also, in fact, by a greater uniformity in
methods, provided proper methods are
chosen as the models.
There has been a good deal of indif
ference and ignorance shown by indi
vidual companies regarding the methods
of ascertaining costs. Accurate cost
finding in some cases, however, appears
to involve an expense that some business
men regard as greater than the benefits;
while in some industries, the technical
or theoretical difficulties in getting
accurate costs are no doubt very great.
As long as the principles of cost
accounting are sound and the methods
used are adapted to secure accuracy of
individual results, and provided that the
results are not used directly or indirectly
for ulterior purposes of an illegal char
acter, the Federal Trade Commission
is in favor of the study and development
of uniform cost accounting by trade
associations, or otherwise.
There is evidently nothing illegal in
such a practice, but it is always well to
remember that though innocent in itself,
it has sometimes been perverted to serve
the ends of collusive price control, and,
when it is so used, no matter whether
directly or indirectly, then restraint of
trade is involved.
With respect to uniform methods of
determining conversion costs, the same
principles and conclusions would also
apply.
Cordially yours,
NELSON B. GASKILL,
Acting Chairman.
Mr. E. W. McCullough,

Chamber of Commerce of the United
States,
Washington, D. C.
CHAMBER OF COMMERCE OF
THE UNITED STATES
August 1, 1921.
Mr. Nelson B. Gaskill, Acting Chairman,
Federal Trade Commission,
• Washington, D. C.
My dear Mr. Gaskill:
In acknowledging your favor of the
25th ultimo, I am much gratified to note
that it appears to me as supporting the
effort we are making with Trade Associa
tions to bring about scientific and
accurate costs by members of such asso
ciations.
In one paragraph, however, you raise
the question of the motives for the
establishment of such a system, while in
another, you don’t. To be specific, in
paragraph three, you say the Commis
sion is strongly favorable, provided it is
done scientifically and accurately, and
“is not used for ulterior motives in
violation of law,” while in paragraph
six, you say, “as long as the principles of
Cost Accounting are sound, etc., and
provided the results are not used directly
or indirectly for ulterior purposes.”
These are not contradictory, if I
understand what you meant. My inter
pretation is, that for a Trade Association
to proceed to set up and secure the use
by its members of a scientific and accu
rate plan of cost accounting is not only
legal and highly beneficial in your view,
but the use of this legal and highly
beneficial information by the members
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of the Trade Association or by the
Association itself for purposes of pricefixing is condemned by the Commission.
Kindly advise me if I am right in my
interpretation.
Yours truly,
e. W. McCullough,

(Continued)

FEDERAL TRADE COMMISSION
WASHINGTON
August 2, 1921.
My dear Mr. McCullough:
I am writing in reply to your letter of
August 1st.
The sentences which you quote from
our letter of the 25th do not seem to us
to be contradictory.
Stated in another way, the conception
of the Commission is, that the efforts of
a trade association to educate the
individual member in the application of
sound principles of cost accounting in
his individual business are proper. But
that any subsequent effort of the asso
ciation to reduce the individual costs to
an average or uniform cost basis and to
procure the use of the group standard
as a basis of price-making by each of the
individuals in the group, is improper.
The individual must fix his own cost
and his own margin. The group may
not attempt to substitute a group
average or standard either of cost or
margin for the individual’s figures with
out being in peril of becoming an un
lawful combination.
Applying this statement to your
interpretation of our letter of the 25th,
it may be said that for a trade associa
tion to set up and induce the use by its
members of a scientific and accurate plan
of cost accounting is not only legal, but
highly beneficial to the individual mem
bers of the association. The use of this
legal and highly beneficial information
by each individual in establishing his
own production cost and determining
his own margin is entirely proper. If
thereafter, the association attempts to
induce its members to disregard their
own varying figures and use a common
average or uniform figure of cost or
margin, or both, it has departed from
its proper position of instructor, and may
easily take on the appearance of a price
fixing combination in restraint of trade
or in suppression of competition.
How far the association can lawfully
go in acting as the medium of exchange
of cost data among its members can
only be determined after the decision
by the United States Supreme Court in
the pending action against the American
Column and Lumber Company, et al.,
in which this question is involved.
In such an expression as this, nothing
is “condemned” by the Commission.
The Commission renders judgment only
after the trial of an issue of fact upon a
complaint after hearing. Such letters
as this are advisory only, suggestions
and nothing more, written in the hope
that they may be helpful.
Cordially yours,
NELSON B. GASKILL,

Manager, Fabricated
Production Department,

Acting Chairman.

Westinghouse and Thomas Edison took
out theirs in the School of Experience.
ace
They insured themselves, but that seems
to be the most difficult method. The
November, 1921
majority of us need some assistance.
“Last year, about one thousand four
This department has already made hundred Westinghouse employees were
much progress in its efforts to develop studying in the evening at Westinghouse
Several hundred boys were
within the several industries uniform Tech.
cost accounting, and has accumulated enrolled on the various Trades Courses
copies and information concerning as offered by our Company.
“The cost of these insurance policies
many as seventy such systems, and we
can not too strongly urge that the other varies, to some extent. It usually con
trade lines not so supplied take immedi sists of a small amount of money and a
ate steps to develop such systems for large amount of self-sacrifice, will-power,
the benefit of their members. Enlight and hard work. In general, it costs less
ened competition is most desirable, both to take out the policy when you are
from the standpoint of the producer and young, but if you have neglected this,
‘It is never too late to learn.’
the consumer.
“The holder of a policy is not neces
We most cordially invite your corre
spondence relative to the development sarily insured against losing his job any
of the study of this matter with reference more than the holder of a life-insurance
to its application to your industry and policy is insured against losing his life.
The insurance, however, if taken out
organization.
with a reputable company, and if hon
FABRICATED PRODUCTION
estly paid for, does mean a reasonable
DEPARTMENT
security, and it implies the ability to
e. W. McCullough,
secure other employment more easily
Manager.
in case of misfortune.
“It also means an enlarged personal
HE progressive business organiza ity, a greater enjoyment of life, and a
tion finds it profitable, both to better chance to serve humanity.
itself and to its employees, to
“Now is a good time to take out a
encourage the development of employees
policy.”
by means of study. The most difficult
personnel problem is to secure men
TUDENTS of English frequently
S
capable of filling acceptably the more
have trouble in getting from one part
important executive positions. A con
of their subject to another. They
sistent policy of encouraging study on have difficulty in attaining that smooth
the part of employees makes men avail ness and continuity of thought which is
able for executive positions who are the mark of the expert writer.
well trained theoretically, and who have
Transitional words, phrases, sentences,
a knowledge of the organization’s work. and paragraphs are the devices that the
The Westinghouse Electric & Manu experienced writer uses to bridge over
facturing Company, of Pittsburgh, is gaps in thought, in order that the reader’s
well known for its encouragement of mind may be carried along without
educational work among its employees. perceptible interruption. Common tran
Excerpts from an article entitled “Job sitional words are “thus,” “moreover,”
Insurance,” by Mr. C. S. Coler, manager and “however.” Common transitional
of the Educational Department of that phrases are “on the other hand,” “in this
organization, which appeared recently way,” and “at the same time.” Transi
in the Westinghouse Electric News, tional sentences contain transitional
will be of interest to our readers:
words and phrases; as in this instance,
“When we see a great fire, we ask, “The man, however, decided that it
‘Was the building insured?’
If the would be best to abandon these rather
answer is ‘Yes,’ we say the owner was obsolete methods and to install a new
wise; he looked ahead.
system.”
“When we hear of the death of a
In articles of some length, it is often
friend, we ask, ‘Was his life insured?’ desirable to use transitional paragraphs
If it was, we know that those dependent between the larger divisions of the sub
on him will be taken care of; he has ject. Burke, in his speech on “Concilia
provided for their future.
tion with the American Colonies,” uses
“When we look around us to-day, we this device with excellent effect. After
see many of our friends out of employ discussing the various conditions that
ment. This naturally raises the question, have fostered the spirit of liberty among
how can we insure our jobs. The answer the American colonists, he summarizes
is, by STUDY and HARD WORK. what he has discussed before going on
The customers who buy our product, to the next main division of his subject:
really employ us. When there are few
“Then, sir, from these six capital
orders, there are few jobs. Those who sources—of descent, of form of gov
have provided for their future by taking ernment, of religion in the northern
out Job Insurance will stand the best provinces, of manners in the southern, of
chance of having a job in the long-run. education, of remoteness of situation
“But how can we get this insurance? from the first mover of government—
Some take out a policy in a grammar from all these causes, a fierce spirit of
school, the high school, or the college, liberty has grown up.”
Those who are striving constantly to
before securing a job. Others get the job
and then take out the insurance. There improve their writing will do well to
are many agencies which are prepared to give careful heed to the value of transi
assist us in taking out a policy. George tional expressions.
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Beginning Classes in
Accountancy and Business
Administration, Semester A,
are continuously available at
Pace Institute, Boston, Wash
ington, New York, and Newark. Enrolment
should be made now for November class
groups.
Men and women trained in the Pace Course are making
good in the Practice of Accountancy and in responsible
executive positions everywhere. Their study of basic principles
and procedures—Accounting, Organization, Law, and Applied Eco
nomics—has given them a definite market value.
Write now for literature descriptive of the work of Pace Institute,
and for information concerning the opening dates of November
classes. Ask particularly for “Making Good,” a 40-page booklet,
telling of the business and professional success that has come to
men and women trained in the Pace Course.

Pace
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NEW YORK, 30 Church Street
WASHINGTON
715 G Street, N. W.

BOSTON
Tremont Temple
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NEWARK
24 William Street

